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MAURITIUS KEY ECONOMIC INDICATORS 


INCOME, EMPLOYMENT, POPULATION 


GNP at current factor cost 

GNP at constant (1976) prices 

GNP per capita at current factor cost (in $) 
Labor Force 

Registered Unemployed 

Population: Total (Mid-Year) 


INDUSTRIAL PRODUCTION OF SELECTED COMMODITIES 


Sugar (metric tons) 

Molasses (metric tons) 

Tea manufactured (metric tons) 

Local spirits (rum) H/liters 

Soft aerated beverages (H/liters) 
Cigarettes (metric tons) 

Salt (metric tons) 

Electricity generated (million kwh) 
Textile and wearing apparel ($ million) 


MONEY AND PRICES 


Money supply 
Interest rates (commercial banks) 
Consumer price index (Base: Jan-June 1976=100) 


BALANCE OF PAYMENTS AND TRADE 
Foreign Exchange Reserves 
External Public Debt 


Annual External Debt Servicing 

Basic balance of payments as defined by 
Mauritius Government 

Exports (FOB) 

U.S. share 

Imports (CIF) 

U.S. share 


TOURISM 


Tourist Arrivals (number) 
Earnings from Tourism ($ million) 


Average Exchange 
Pre-devaluation 
Post-devaluation 


654 

555 

730 
301,400 
16,452 
896,471 


665,219 
193,500 
5,186 
38,532 
605,000 
1,031 
6,000 
335 

52 


NOTE: Percentage changes based on dollar values. 


Rate: 
(before 
(after 


770 

574 

844 
311,000 
22,847 
911,507 


688,383 
207,975 
4,998 
36,652 
533,700 
1,031 
6,000 
355 

74 


128,360 
40 


Oct. 
Oct. 


23, 1979) $1=M.Rs6.- 
23, 1979) $1=M.Rs7.50 
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% Change Estimate 
1978-79 __ +1980 


770 

574 

831 
322,000 
35,000 
926,578 


475,495 
140,000 
5,000 
N/A 
N/A 
N/A 
6,000 
N/A 
N/A 


114,000 
42 





INTRODUCTION 


The most important recent development in the Mauritian economy 
was the October 1979 devaluation of the Rupee by 23 percent 

(or 30 percent as it is usually described in view of this being 
the effect on import and export prices). During 1979 the economy 
continued to suffer from a number of severe constraints, both 
internal and external, and finally devaluation had to be imposed. 
It was hoped that devaluation would provide the conditions 
necessary to bring the economy back into equilibrium. The 
difficult economic situation was made worse, however, at the 
beginning of 1980 by damage from four cyclones and resultant 
flooding which caused considerable losses, especially to the 
Sugar crop, the most important export of Mauritius. Following 
this, the Government launched a number of reconstruction measures 
with the result that by the end of 1980 there were some indications 
that the Mauritian economy was slowly returning to health. 


SUMMARY 


Although the Gross National Product (GNP) showed a real growth 
of 5 percent in 1979, this figure was in fact lower than the 
average rate in previous years. Had it not been for devaluation, 
the inflation rate for 1979 would have been 15 percent. However, 
after devaluation all prices went up considerably, resulting 

in an increase of some 38 percent in the cost of living. Both 
the balance of payments and balance of visible trade showed 

a deficit for the 4th consecutive year and another record deficit 
is expected for 1980. In order to curb imports, the Government 
ordered a number of restrictive monetary and fiscal measures 
resulting in a serious contraction in the trade sector as a 
whole. The sugar industry, the most important foreign exchange 
earner of Mauritius, after suffering losses in the previous 

2 years, recovered in 1979. Unfortunately, the 1980 sugar 

crop was severely hit by cyclones and floods resulting ina 

loss of 30 to 35 percent of production. Prospects in the tea 
industry continue to be gloomy. The Mauritius Export Processing 
Zone, although showing an increase in production, is faced 

with a number of problems hampering its full growth. In its 
1980-82 Development Plan, the Government has elaborated a number 
of measures in order to solve these problems and to make the 
investment climate more attractive to foreign investors. The 
performance of the tourist industry is quite encouraging. Tourism 
has become the third most important source of foreign exchange 
for Mauritius. 
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Trade between Mauritius and the United States, although growing, 
is still limited due mainly to the following factors: (a) long- 
established trade links with Europe, (b) the great distance 
between Mauritius and the United States and resultant high 
shipping costs, and (c) the small size of the Mauritian market. 
However, there are still prospects for increased sales of those 
U.S. goods currently being imported provided U.S. suppliers 

show more interest in the Mauritian market, and are prepared 

to offer more generous payment terms to Mauritian importers. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Gross National Product 


GNP at factor cost in 1979 was $770 million compared to $654 
million in 1978, resulting in a nominal growth of about 17 
percent. However, by deflating GNP to cancel out the effect 

of prices, growth of output in real terms was only about 5 per- 
cent--which is, in fact, lower than the average rate in previous 
years. This real growth increase of 5 percent was mainly the 
result of a better return in the sugar industry following devalua- 
tion of the rupee, a rise in the output of the manufacturing 
sector, and increasing activities in the services sector, partic- 
ularly tourism. Construction and wholesale and retail trade 
underwent a downturn. 


Private consumption expenditure on goods and services increased 
from $430 million in 1978 to about $493 million in 1979. The 
share of total consumption expenditure from GNP was around 

85 percent, almost the same as in 1978. 


Consumer Price Index 


The Consumer Price Index (CPI), which is the Government's official 
cost-of-living measuring device, increased from 122.9 in December 
1978 to 138.6 in October 1979, showing a monthly rate of increase 
of 1.28 percent. At this rate, the increase for the whole year 
would have been 15.3 percent compared to 8 percent in 1978. 

After the devaluation of the rupee in late October, prices 
rapidly soared due to the increased cost of imported goods. 

In addition, Government subsidies on rice and wheat flour were 
reduced and the artificially low price of sugar was permitted 

to increase. The net effect on the cost of living was reflected 
in an increase of 31.6 points by the end of December 1979, 
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which brought the level of CPI to 170.2. Thus the percentage 
increase of the index for the whole year 1979 was 38.4 percent. 
By the end of October 1980 the CPI had risen to 207. 


Balance of Payments 


In 1979, the balance of payments of Mauritius showed a deficit 
for the 4th consecutive year. Despite restrictive monetary 

and fiscal policies, the deficit in the balance of payments 
almost doubled from $44 million in 1978 to $82 million in 1979. 
Merchandise imports in 1979 amounted to $484 million compared 
to $410 million in 1978. Exports, on the other hand, rose 

from $265 million in 1978 to $324 million in 1979. The result 
was a trade deficit of $160 million, $15 million more than 

that of 1978. The increase of $74 million in imports is explained 
mainly by a rise in import prices, including freight charges, 
rather than an increase in the quantity of goods imported. 

In recent years, 0il imports have become a significant factor 
in the worsening of the visible trade balance. Sizeable oil 
price increases in 1979 resulted in a 50 percent increase in 
the oil import bill from $37 million in 1978 to $56 million. 
The deficit in the balance of payments in 1979 was financed 

by foreign loans of $75 million and by a decrease of $7 million 
in external reserves which stood at $40 million in December 
1978. The balance of payments deficit for 1980 is estimated 

at $126 million. 


The level of foreign exchange reserves of Mauritius has been 
falling consistently during the past 2 years. In August 1979, 

it fell to as low as $7 million, compared to $55 million in 

August 1978. Consequently, the Government was forced to seek 
assistance from the International Monetary Fund (IMF), to devalue 
the rupee in October 1979, and to agree to an IMF program designed 
to restore the economy to a healthier footing. 


Trade 


The structure of external trade changed very slightly in 1979. 
The agricultural sector, principally sugar, made a contribution 
of 70 percent of total exports while the remaining 30 percent 
came mainly from the manufacturing sector. On the import side, 
manufactured articles represented 36 percent, food items 23 
percent, machinery and transport equipment 20 percent, and 

oil 12 percent. 
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Since Government was concerned about the persistent unfavorable 
balance of trade, the following restrictive measures designed 

to curb imports were imposed on the economy: (a) Credit to 

the trade sector as a whole was limited in 1979 to the average 
level extended to this sector in 1976. (b) The Commercial 

rate (i.e., the rate applicable to traders and small commercial 
business) was increased to 16 percent in January and 17.5 percent 
in October 1979. The latter rate was still in force in 1980. 

(c) A 2 percent stamp duty was introduced. In 1980, this duty 
was increased to 5 percent. (d) Quantitative quotas were intro- 
duced affecting commodities such as lubricating oil, electro- 
galvanized sections, profiles and structures, textile fabrics, 
and ready-made garments. These quotas were maintained in 1980. 


Manufacturing Sector 


The share of the manufacturing sector (excluding sugar milling 
and tea processing) to Gross Domestic Product (GDP) has increased 
gradually from 7 percent in 1974 to 11 percent in 1979. The 
most important element in the manufacturing sector in Mauritius 
is the Export Processing Zone (EPZ). EPZ's contribution to 

the manufacturing sector grew from 18 percent in 1974 to 30 
percent in 1979. Eight Development Certificates (for firms 
catering to the local market only) and 10 Export Enterprises 
Certificates were issued in 1979. Eight Export Enterprises 
started operation bringing the total to 94. Employment in 

the manufacturing sector was 34,000 in 1979 compared to 32,797 
in 1978. Export revenue increased from $74 million in 1978 

to $98 million in 1979. Of the latter amount $82 million came 
from the EPZ alone. Export revenue from EPZ is estimated to 
increase to $110 million in 1980. 


Agriculture 


Sugar is the mainstay of the Mauritian economy and the principal 
foreign exchange earner. Sugar production increased from 665,219 
metric tons in 1978 to 688,383 tons in 1979. The sugar industry, 
which suffered an economic loss of $5.8 million in 1977 and 

$9.4 million in 1978, recovered in 1979. This relative improve- 
ment resulted from an increase in production, the higher price 

of sugar on the world market, and the devaluation of the rupee. 
Unfortunately, the 1980 crop was severely damaged by major 
cyclones and floods with the result that output this year will 
not exceed 475,000 tons, thus causing a loss of an equivalent 
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of $160 million of foreign exchange. However, given favorable 
climatic conditions, the country might experience a boom year 
in 1981, provided that the current high price of sugar on the 
world market is maintained. 


Prospects in the tea industry, the second most important agri- 
cultural sector, are not encouraging at all. Tea production 
was 5,186 metric tons in 1978, declining to 4,998 tons in 1979, 
while exports decreased by 560 tons to about 3,800 tons in 
1979. The F.O.B. value of tea exports, which was $7.3 million 
in 1978, fell to only $4.9 million in 1979. This is explained 
by the fact that Mauritius was not able to sell its tea to 
South Africa, its principal customer, at the preferential rates 
which had prevailed in previous years. One of the objections 
raised by South Africa was the fall in the quality of Mauritian 
tea. Consequently, the whole stock was sold on the London 
market at prevailing prices which were relatively low. Labor 
problems, high production costs, and marketing difficulties 
have made the future of the tea industry uncertain. 


Tourism 
Tourism 


largest 
and the 


is growing at a rapid pace. In 1979, it was the third 
contributor in foreign exchange earnings (after sugar 
EPZ). Earnings from tourism increased from $32 million 

in 1978 to $40 million in 1979, while tourist arrivals in the 
country went up from 108,000 to 128,360 during the same period. 
Both public and private sectors have been actively engaged 

in promotional campaigns throughout Europe and are now beginning 
efforts to attract U.S. tourist trade. There is no doubt that 
tourism will assume an increasingly important role in the national 
economy in the years to come. 


Monetary Policy . 


The objectives of monetary policy in 1979 were much the same 


as in previous years and the same 
strengthened in 1980. By slowing 
the Bank of Mauritius intended to 
level and prevent further erosion 
balance of payments positions. 


policy was maintained and 

down the rate of credit expansion, 
keep inflation at a manageable 

of exchange reserves and 


It was planned that, through 


a selective approach, priority sectors would not be starved 


of necessary financing. 


was reduced and commercial rates increased. 


Credit to the trade sector, 


however, 


Moreover, the 


liquid assets ratio (i.e., the ratio of banks' cash, government 





securities, and treasury bills to their total deposits) was 
raised from 25 to 30 percent and maximum lending rates for 
specified types of loans, advances, or other credits were 
increased, along with minimum rates on deposits. However, 

the impact of these measures was greatly jeopardized by a budgetary 
deficit of $31 million for the fiscal year 1978-79; the deficit 
for 1979-80 was $49 million. As a result of the credit 
Squeeze and high interest rates, business and trade activities, 
especially importation of "non-essential" items and luxury 
goods, have been significantly reduced. The goods most affected 
have been motor vehicles, consumer electrical and electronic 
appliances, and jewelry. 


Investment Climate 


There was little foreign investment in the industrial sector 

in Mauritius in 1979. The difficult economic situation, frequent 
labor strikes, port congestion, low labor productivity, constant 
demand for higher wages and inadequate investment incentives 

all contributed to a slowdown in the rate of investment in 

that year. The favorable situation that prevailed in the early 
1970's, whichmade Mauritius a suitable base of operation for 
overseas firms to penetrate the European markets, has not been 
Maintained. Mauritius, which enjoyed some comparative advantage 
over other developing countries, is now facing strong competition. 
The position of Mauritius as a manufacturing base for export- 
oriented industries has become less attractive since the extension 
of EEC associate membership to the African, Caribbean, and 

Pacific (ACP) countries under the Lome Convention, and with 

the conclusion of other bilateral agreements between the EEC 

and several Far Eastern and South American States. 


However, 1980 investment conditions turned out to be more favorable. 
There have been no labor strikes and industrial relations in 
general have improved. Devaluation of the rupee, by making 
Mauritian exports relatively cheaper and therefore more competitive 
on international markets, is expected to attract more investment 

in the Mauritian Export Processing Zone. Moreover, in the 

1980-82 Development Plan, the Government has elaborated a number 

of measures aimed at stimulating foreign investment. 


Indeed the Government has already started to review the existing 
package of incentives to make it more attractive to foreign 
investors. For example, the corporate tax holiday period for 
all companies holding an EPZ certificate has recently been 
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extended from 10 to 20 years. Further, a company has now been 
given the option to choose any 5 consecutive years of tax exemp- 
tion on dividends within the first 10-year holiday period, 
whereas it used to apply to only the first 5 years of production 
under the previous law. The Government is also considering 

the possibility of stimulating investment by the introduction 

of an initial investment allowance for every new industry, 
provided that the shares are not sold within a period of 3 

years from the production day. To encourage exporters to tap 
new markets, an Export Credit Guarantee Scheme and an Export 
Promotion council will be set up at the beginning of 1981. 
Finally, it should be pointed out that all firms in the Export 
Processing Zone are entitled to duty-free treatment on the 
importation of machinery and raw materials for production. 


At present there is not a single U.S. investor in the Export 
Processing Zone of Mauritius (MEPZ). The Port Louis branch 

of Citibank is the only U.S. investment in Mauritius. U.S. 
investors should start considering the possibilities of investing 
in the MEPZ, given the incentives offered by the local authorities 
and bearing in mind that products manufactured in Mauritius 

have free access to European markets. 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


Trade between Mauritius and the United States, although growing, 
is still limited. As can be seen from the table of key economic 
indicators, imports from the United States in 1979 accounted 

for only 4 percent of the total imports of Mauritius while 

the U.S. share of total exports of Mauritius accounted for 

12 percent. However, it should be pointed out that Mauritian 
imports from the United States have increased by 54 percent 

from $13 million in 1978 to $20 million in 1979 while exports 
rose by 82 percent from $23 million to $42 million. 


The balance of trade between the United States and Mauritius 
has always been in favor of the latter. This situation is 
likely to continue in the foreseeable future as the world price 
of sugar--the most important import item from Mauritius--is 
expected to stay at its current high level at least for the 
next year or two. Other items exported to the United States 

in smaller quantities are molasses, electronic components, 
carnival masks, cake decorations, polished precious stones, 
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knitwear and sunglasses. Some Mauritian exporters are currently 
trying hard to enter the U.S. market for other products such 

as watches and clocks, tea, canned tuna, local handicrafts, 
industrial gloves, copperware, hosiery, and ready-made garments. 
Mauritian exporters are turning to the U.S. market in a desperate 
search for new outlets for their products, and away from the 
saturated European market. Also, they are being attracted 

by the preferential treatment offered by the United States 

to Mauritian products under the General System of Preferences 
(G.S.P.). 


About 40 percent of Mauritian imports from the United States 
consist of agricultural and construction machinery and equip- 
ment, and 13 percent, chemicals. Recently, a number of heavy- 
duty trucks were imported for the transport of sugar from the 
Sugar factory to the Bulk Sugar Terminal. Other items imported 
in smaller quantities are hardware, household electrical appli- 
ances, pharmaceuticals, sports equipment, micro-computers, 
Cigarettes and tobacco, books and magazines, food items, and 
jeans. 


The limited volume of business between Mauritius and the United 
States can be explained by a number of factors. First, as 

a result ‘of Mauritius" colonial past there have long been close 
economic and commercial ties and established trade networks 
between Mauritius and Europe, especially England and France. 
Mauritius is an associate member of the EEC through the Lome 
Convention and thus has free access to European markets. At 
the same time, European exporters enjoy preferential treatment 
in the Mauritius market. The result is that Mauritian importers 
normally turn to the U.S. market only for those goods which 

are not easily available on the European market, or for which 
the quality required can only come from the United States. 


Furthermore, Mauritius and the United States are so far apart 
that freight charges are high in comparison with those for 
Europe. The problem is made worse by the fact that there are 

no direct shipping lines between the two countries. However, 

a Slight improvement in the shipping services can now be expected 
through the shipping arrangements made recently by one Mauritian 
Clearing and Forwarding Agent, Sottex Ltd. Goods coming from 

the United States can now be transhipped in London instead 

of Durban, South Africa, resulting in an important reduction 

in the length of transportation time. It now takes a maximum 

of only 2 months for the goods to reach Mauritius from the 
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United States whereas it used to take a minimum of 4 months 

when passing through Durban. Apparently the goods will also 

now be more secure and have less risk of loss or damage. Sottex 
Ltd. has shipping agents in New Jersey, New York, and Boston. 


Finally, it should be taken into consideration that the market 
potential of a small island like Mauritius with an area of 

only 720 square miles, a total population not yet 1 million, 

and with virtually no natural or mineral resources, would normally 
be quite limited. 


Although there is a great deal of Mauritian interest in buying 
American products there is not a corresponding American interest 
in selling in Mauritius. American exporters who feel they 

need a fairly substantial yearly volume of trade to justify 

the higher shipping costs and to maintain fairly expensive 
after-sales service networks, do not feel that the Mauritian 
market justifies much effort. However, there are still prospects 
for U.S. suppliers to increase their sales to Mauritius-- 
particularly in those products currently being imported which 
have been mentioned earlier, provided they show more interest 

in the market and are prepared to offer more attractive payment 
facilities to Mauritian importers. 


Major Development Projects 


Internationally financed development projects are also expected 
to offer business opportunities for U.S. suppliers of capital 
equipment. 


Tender notices of all major projects are communicated to the 


U.S. Department of Commerce by the Embassy for the attention 
of U.S. firms. 


*% U. S. GOVERNMENT PRINTING OFFICE: 1981--341-077/388 





TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
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